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claims under the Assignment of Claims 
Act of 1940, as amended, 31 U.S.C. 3727 
(hereafter referred to as the Act). 

[48 FR 42328, Sept. 19, 1983, as amended at 51 
FR 2665, Jan. 17, 1986] 

32.801 Definitions. 
Designated agency, as used in this 

subpart, means any department or 
agency of the executive branch of the 
United States Government (see 
32.803(d)). 

No-setoff commitment, as used in this 
subpart, means a contractual under-
taking that, to the extent permitted by 
the Act, payments by the designated 
agency to the assignee under an assign-
ment of claims will not be reduced to 
liquidate the indebtedness of the con-
tractor to the Government. 

[48 FR 42328, Sept. 19, 1983, as amended at 60 
FR 49730, Sept. 26, 1995; 66 FR 2132, Jan. 10, 
2001] 

32.802 Conditions. 
Under the Assignment of Claims Act, 

a contractor may assign moneys due or 
to become due under a contract if all 
the following conditions are met: 

(a) The contract specifies payments 
aggregating $1,000 or more. 

(b) The assignment is made to a 
bank, trust company, or other financ-
ing institution, including any Federal 
lending agency. 

(c) The contract does not prohibit the 
assignment. 

(d) Unless otherwise expressly per-
mitted in the contract, the assign-
ment— 

(1) Covers all unpaid amounts pay-
able under the contract; 

(2) Is made only to one party, except 
that any assignment may be made to 
one party as agent or trustee for two or 
more parties participating in the fi-
nancing of the contract; and 

(3) Is not subject to further assign-
ment. 

(e) The assignee sends a written no-
tice of assignment together with a true 
copy of the assignment instrument to 
the— 

(1) Contracting officer or the agency 
head; 

(2) Surety on any bond applicable to 
the contract; and 

(3) Disbursing officer designated in 
the contract to make payment. 

32.803 Policies. 
(a) Any assignment of claims that 

has been made under the Act to any 
type of financing institution listed in 
32.802(b) may thereafter be further as-
signed and reassigned to any such in-
stitution if the conditions in 32.802(d) 
and (e) continue to be met. 

(b) A contract may prohibit the as-
signment of claims if the agency deter-
mines the prohibition to be in the Gov-
ernment’s interest. 

(c) Under a requirements or indefi-
nite quantity type contract that au-
thorizes ordering and payment by mul-
tiple Government activities, amounts 
due for individual orders for $1,000 or 
more may be assigned. 

(d) Any contract of a designated 
agency (see FAR 32.801), except a con-
tract under which full payment has 
been made, may include a no-setoff 
commitment only when a determina-
tion of need is made by the head of the 
agency, in accordance with the Presi-
dential delegation of authority dated 
October 3, 1995, and after such deter-
mination has been published in the 
FEDERAL REGISTER. The Presidential 
delegation makes such determinations 
of need subject to further guidance 
issued by the Office of Federal Procure-
ment Policy. The following guidance 
has been provided: Use of the no-setoff 
provision may be appropriate to facili-
tate the national defense; in the event 
of a national emergency or natural dis-
aster; or when the use of the no-setoff 
provision may facilitate private financ-
ing of contract performance. However, 
in the event an offeror is significantly 
indebted to the United States, the con-
tracting officer should consider wheth-
er the inclusion of the no-setoff com-
mitment in a particular contract is in 
the best interests of the United States. 
In such an event, the contracting offi-
cer should consult with the Govern-
ment officer(s) responsible for col-
lecting the debt(s). 

(e) When an assigned contract does 
not include a no-setoff commitment, 
the Government may apply against 
payments to the assignee any liability 
of the contractor to the Government 
arising independently of the assigned 
contract if the liability existed at the 
time notice of the assignment was re-
ceived even though that liability had 
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not yet matured so as to be due and 
payable. 

[48 FR 42328, Sept. 19, 1983, as amended at 60 
FR 49730, Sept. 26, 1995; 61 FR 18921, Apr. 29, 
1996] 

32.804 Extent of assignee’s protection. 

(a) No payments made by the Govern-
ment to the assignee under any con-
tract assigned in accordance with the 
Act may be recovered on account of 
any liability of the contractor to the 
Government. This immunity of the as-
signee is effective whether the contrac-
tor’s liability arises from or independ-
ently of the assigned contract. 

(b) Except as provided in paragraph 
(c) below, the inclusion of a no-setoff 
commitment in an assigned contract 
entitles the assignee to receive con-
tract payments free of reduction or 
setoff for— 

(1) Any liability of the contractor to 
the Government arising independently 
of the contract; and 

(2) Any of the following liabilities of 
the contractor to the Government aris-
ing from the assigned contract: 

(i) Renegotiation under any statute 
or contract clause. 

(ii) Fines. 
(iii) Penalties, exclusive of amounts 

that may be collected or witheld from 
the contractor under, or for failure to 
comply with, the terms of the contract. 

(iv) Taxes or social security contribu-
tions. 

(v) Withholding or nonwithholding of 
taxes or social security contributions. 

(c) In some circumstances, a setoff 
may be appropriate even though the as-
signed contract includes a no-setoff 
commitment, e.g.— 

(1) When the assignee has neither 
made a loan under the assignment nor 
made a commitment to do so; or 

(2) To the extent that the amount 
due on the contract exceeds the 
amount of any loans made or expected 
to be made under a firm commitment 
for financing. 

32.805 Procedure. 

(a) Assignments. (1) Assignments by 
corporations shall be— 

(i) Executed by an authorized rep-
resentative; 

(ii) Attested by the secretary or the 
assistant secretary of the corporation; 
and 

(iii) Impressed with the corporate 
seal or accompanied by a true copy of 
the resolution of the corporation’s 
board of directors authorizing the sign-
ing representative to execute the as-
signment. 

(2) Assignments by a partnership 
may be signed by one partner, if the as-
signment is accompanied by adequate 
evidence that the signer is a general 
partner of the partnership and is au-
thorized to execute assignments on be-
half of the partnership. 

(3) Assignments by an individual 
shall be signed by that individual and 
the signature acknowledged before a 
notary public or other person author-
ized to administer oaths. 

(b) Filing. The assignee shall forward 
to each party specified in 32.802(e) an 
original and three copies of the notice 
of assignment, together with one true 
copy of the instrument of assignment. 
The true copy shall be a certified dupli-
cate or photostat copy of the original 
assignment. 

(c) Format for notice of assignment. 
The following is a suggested format for 
use by an assignee in providing the no-
tice of assignment required by 32.802(e). 

NOTICE OF ASSIGNMENT 

TO: lllll [address to one of the parties 
specified in 32.802(e)]. 

This has reference to Contract No. lll 

dated lll, entered into between llll 

[contractor’s name and address] and llll 

[government agency, name of office, and ad-
dress], for llll [describe nature of the con-
tract]. 

Moneys due or to become due under the 
contract described above have been assigned 
to the undersigned under the provisions of 
the Assignment of Claims Act of 1940, as 
amended, 31 U.S.C. 3727, 41 U.S.C. 15. 

A true copy of the instrument of assign-
ment executed by the Contractor on llll 

[date], is attached to the original notice. 
Payments due or to become due under this 

contract should be made to the undersigned 
assignee. 

Please return to the undersigned the three 
enclosed copies of this notice with appro-
priate notations showing the date and hour 
of receipt, and signed by the person acknowl-
edging receipt on behalf of the addressee. 

Very truly yours, 
llllllllllllllllllllllll

[name of assignee] 
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